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ATSL/DEL/18-19/240
“May 23;72018

N onul Stock Exchange

change Plaza, Plot No. C/1,
G-Block, Bandra Kurla Complex, Bandra (E), = .
Mumbai, MH

Dear Sir/Madam,

" Ref :- Bharii_Airtel Limited (“the Company”) - Debenture Trustee for Non-Conv mble Debentures
NCDs) aggregating Rs. 3000 Crores issued by the Compan

We write in our capocny as Debenture Trustees to the NCDs cggregc’nng Rs. 3000 Crores, issued by
the Company.

‘In this connecﬁbn, we wish to inform ybu that there has been a 1evision in Credit Rating ot the
captioned NCDs issued by the Compzony from “CRISIL AA+ (Stable)” to “CRISIL AA+ (Negative)".

" A ccpy of the Credit Rating letter da'.red.May 22, 2018, issued by the Credit Rating Agency in this
regard is atlached herewith for your reference. )

This is for your information and record.

Thanking you.
For Axis Trustee Services Limited

(Naveen Kumar)
Assistant General Manager

Encl: a/a
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Axis Trustee Services Limited
{A whoily owned subsidiary of Axis Bank)
Corporate idsntity Number (CIN)- U74997MH2008PLC 182264
Corporoie & Registered office at 2nd Floor - E, Axis House, Bombay Dyeing Mills Compound.,
Pandurang Budhkar Marg, Worli, Mumbai - 400 025
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Rating Rationale
May 22, 2018 | Mumbai -

Bharti Airtel Limited

Rating outlook revised to ‘Negative', ratings reaffirmed

Rating Action_____ ' -
- { Total Bank Loan Facilities Rated Rs.20000 Crore
| ' CRISIL AA+/Negative (Outiook revised from Stable' and
Long Term Rating rating reaffirmed) ]
i : . .
CRISIL AA+/Negative (Outiook revised from ‘Stable' and
‘ Rs.3000 Crore Non Convertible Debentures . rating reaffirmed) :
CRISIL AA+/Negative (Outiook revised from "Stable’ and
83.272.5 Crore Non Convertible Debentures rating reaffirmed) .
Rs.6000 Crore Commercial Paper CRISIL A1+ (Reaffirmed)

1 crora = 10 miflion
Refer to annexure for Details of Instruments & Bank Facilities

Detailed Rationale .
CRISIL has revised its rating outiook on the long-term bank facility and non-convertible debentures of Bharti Airtel Limited (Bharti

Airtel) to ‘Negative' from 'Stable’, and reaffirmed the rating at 'CRISIL AA+'; rating on the commercial paper has been reaffirmed at
'CRISIL A1+,

CRISIL believes Bharti Airtel's credit risk profile may weaken over the medium term if leverage remains high or operating performance
slips fusther, the latter mainly because the telecom industiy is going through intense pricing pressure. The company has, however,
been taking steps to correct its leverage in the backdrop of challenging operating environment. The company's ability to execute its de-
leveraging plans in a timely manner and sustain operating performance will remain key monitorables over the medium term.

The ratings continue to reflect Bharti Airtel's robust financial flexibility, leadership position in the telecom business in India, and healthy
operations in Africa and non-mobility businesses in India. These strengths are partially oftset by moderate debt protection metrics,
continued competitive intensity, and exposure to regulatory changes and technoiogical risks.

The EBITDA (earnings before interest, taxes, depreciation, and amortisation) declined to Rs 30,448 crore for fiscal 2018 from Rs
35,620 crore in fiscal 2017. Moreover, larger-than-expected capital expenditure (capex) during fiscal 2018 led to an increase in gross
debt to EBITDA ratio (leverage) to 3.66 times (net leverage - 3.13 times) as on March 31, 2018, from 3.01 times (net leverage - 2.57
times) as on March 31, 2017. Capex intensity is expected to remain high during fiscal 2019. .

Bharti Airtel has taken proactive steps to correct capital structure. It diluted 8.14% of its stake in Bharti Infratel Ltd (Bharti Infratel) in
fiscal 2018 for a consideration of Rs 5,895 crore. It also diluted 20% stake in Bharti Telemedia Ltd (DTH Business) for USD 350 million
(around Rs 2300 crore). Furthermore, Bharti Airtel has significant de-leveraging plans over the next 12-15 months, including possible
dilution of stake in the tower business post-merger of Bharti Infratel and indus Towers Ltd ('CRISIL AA+/Stable/CRISIL A1+'), and
possible listing of the Africa mobility business housed under Bharti Aiitel Intemnational Netheriand BV (BAIN BV), amongst others.

Analytical Approach '

For arriving at the ratings, CRISIL has combined the business and financial risk profiles of Bharti Airtel's India, South Asia, and Africa
operations, along with those of Bharti Infratel; as these entities are under a common management and have strong business and
financial links. : '

Key Rating Drivers & Detailed Description

Strengths

* Robust financial flexibility: Financial flexibility is robust, driven by investments in healthy businesses, including telecom towers
.(Bharti Infratel) and the Africa mobility business (housed under BAIN BV). Initiatives such as sale of minority stake in Bharti Infratel and
its DTH business have helped contain debt. In its filings to stock exchanges, Bharti Airtel has expressed its intent to monetise some of
its assets, including possible sale of stake in the tower business and possible listing of operations in Africa to reduce overall debt.
Financial flexibility will, therefore, remain strong, underpinned by healthy business investments.

* Leadership position. in the mobile telephone segment in India: Bharti Airtsl leads the domestic mobile telephone segment,
backed by a pan-India nelwork. Active wireless subscriber base rose to 31.96 crore as of February 2018 (market share of 32.6%) from
26.32 crore as of February 2017 (market share of 26%). The company had adjusted gross revenue market share of 29.3% for the
quarter ended December 31, 2017, it has the largest spectrum among peers, spread across 900 megahertz (MHz), 1800 MHz, 2100
MHz, and 2300 MHz bands; which fortifies its market position and enables it to offer 2G, 3G, and 4G data services across India. Strong
brand equity and quick response to changing conditions should help maintain market leadership, despite intense price competition.

* Healthy operations for Africa and non-mobile businesses in India: Bharti Airtel has diversified portfolio of businesses including
healthy operation in Africa and non-mobile businesses in India. Substantial improvement in Africa operations is backed by increase in
EBITDA margin to 36% in the quarter ended March 31, 2018, from 26% during the same period of the previous fiscal. Operating
performance of other businesses'Digital TV services and Airtel Business services'also improved, with EBITDA margin increasing to
39% and 41%, respectively, from 36% and 37%. Performance in these businesses should remain steady, thereby partially supporting
accrual against pricing pressure in the India mobility business. )

hitps://www.arisil.com/mnt/winshare/Ralings/RatingList/RatingDocs/Bharli_Airiel_Limited Moy 22 2018_RR.html 1/4
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Weaknesses

* Moderate debt protectlon metrics: Intense competition in the India mobility business has constrained profitability and cash accrual.
Furthermore, significant capex incurred to enhance network capabilities has increased debt (including deferred spectrum payments),
leading to subdued debt protection metrics: interest coverage ratio was 3.50 times in fiscal 2018. Also, gross leverage was high at 3.66
times as on March 31, 2018. Liquidity profile of the company, however, remains robust with more than Rs 13,000 crore of cash and
liquid investments at March 31, 2018. lmtlatwes to deleverage and grow its operating profits will continue to be closely monitored.

* Exposure to regulatory changes and technological rlslts. The teleoorn industry remains susceptible to regulatory and
technological changes. New technology could necessitate fresh investments or overhaul of existing networks. The advent of 4G, for
instance, has seen operators investing substantially in upgrading infrastructure even before they had made significant retums on
unvestments in 3G.

Telecom is a highly regulated market. Government reduced call termination charges for domestic calls to 6 paise from 14 paise, and for
intemational calls to 30 paise from 53 paise. which affected profitability of large incumbent players. Moreover, presence in multiple
geographies exposes the company to regulatory risks. in Africa alonie, operations are spread across 14 markets, with the top five
countries accounting for 60% of total revenue. Each market has its own regulatory environment and distinct consumer behaviour
patterns. Ability to mitigate these risks will remain a key rating sensitivity factor.

* Continued competitive intensity in the India mobile segment: With the entry of a new player in September 2016, price
competition in the Indian mobility business has intensified. This. along with reduction in call termination charges, led to a decline in
Bharti Airtel's average revenue per user (ARPU) to Rs 116 in the quarter ended March 31, 2018, from Rs 188 in the quarter ended
September 30, 2016. Therefore, its Indian mobile services revenue declined 18.2%. year-on-year during fiscal 2018. However, this was
partially offset by a 42.3% increase in voice usage per customer'to 670 minutes from 471 minutes’and a 450% increase in-data usage
per customer to 6,585 MBs from 1,331 MBs. Nevertheless, pressure on revenue and aperating profits may persist over near to medlum
term due to promotional offers by the new entrant.

However, ‘changing industry landscape has expedited consolidations, with smaller players exiting the market and others comblmng
businesses. Leveraging the opportunity, Bharti Airtel has grown its revenue market share and spectrum footprint through organic
business operations and strateglc deals with operators.

Outlook: Negative , '
CRISIL believes sustenance of operating performance along with successful execution of its deleveragmg plans will be critical for
maintaining credit risk profile.

- Dowsvsfde scenario
* Further dedline in operating profits or delay in execution of deleveraging plans, leading to sustained high leverage -
* Larger-than-expected capex due to technological changes or spectrum acquisition affectlng financial risk profile

Upside scenario :
* Considerable reduction in leverage led by improvement in cash accruals or timely execution of its de-leveragmg plans
* Significant improvement in business risk profile, driven by increasing subscriber share and ARPU

About the Company

Bharti Airtel is the third-largest (by number of subscribers) telecom service provider in the world. In India, it is a reputed integrated
telecom service operator providing mobile, broadband, fixed-line telephone, and enterprise services. The company offers mobile
telephone services in all the 22 telecom circles. It had 32.5 crore subscribers in India as on March 31, 2018, across the mobile, DTH,
and enterprise serwces Around half of total revenue comes from domestic mobile telephone services.

Bharti .Alrtel acquired Zain Africa BV in March 2010, and operates in 15 couniries in. Afnca. In fiscal 2017, the company sold its
operations in.two African countries'Burkina Faso and Sierva Leone-to Orange SA. Bharti Airtel also operates in Sri Lanka. During fiscal
2017, it merged Bangladesh operations with Robi Axiata Ltd, a unit of Axiata Group Berhad, and holds 25% stake in the merged entity.

Key Financial lndlcators :
"1 As on / for the period ended March 31 Units 2018 2017
| Operating Revenue Rs crore 83,688 95,468
Profit after-tax (PAT) , Rs crore 2,184 4,241
| PAT margin ) . % 2.6 4.4
'] Adjusted debt/adjusted mtworth _ . Times 1.42 1.44
Interest coverage Times 3.50 4.00

Ahy other information: Not applicable

*

Note on complexity levels of the rated instrument:
CRISIL complexity levels are assigned to various types of financial instruments. The CRISIL complexity levels are available on

- Users are advised to refer to the CRISIL complexity levels for instruments that they consider for investment.
Users may also call the Customer Service Helpdesk with queries on specific instruments.

Annexure -'Details of instrument(s)

. Date of Coupon e Issue size Rating assigned
ISIN Name of instrument ekl B mz;) Maturity date | {10° 07 Hing aseigne
NA Debenture* NA NA NA 272.5 CRISIL AA+INeg_ative
INE397D08029 Debenture 13-Mai-18 8.25% 20-Apr-20 1500 CRISIL AA+INe£ative
INE397D08037 Debenture 13-Mar-18 8.35% 20-Apr-21 1500 CRISIL AA+INagalive
NA Commercial paper NA -NA 7-365 days 6000 CRISIL A1+
. Proposed Long Term .
NA Ba‘;‘; Eoan Fg ity NA NA NA 20000 CRISIL AA+/Negative

*Yet to be placed

hﬂps:llwww.crisil.oomlmntlwinsharelRatingsIRa!ingListIRalingliocslBharti_Airtel_Limited_tv‘,ay_,22__20 18_RR.htmi
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Annexure - Rating History for last 3 Years
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Annexure - Details of various bank fgcillties
Current facilmes

~Amount
_(Rs.Crore)

P-;evlous facllitles

Fachlty (RsCrore) - Rating
Donirmrs i
20000 AA+/Stable

LT AT e R T

Facility Rating Rating

Pmpo:ed Long Tenn’ Bank
Loan Facillty

hTotal

| Proposed Long Term Banl
Loan Faclllty
Total

CRISIL

20000

e g

4 Llnks to related cl’ite ria R

CRISILs ggnk‘t_a;gn_un ings - process, ssa__‘ le and defaulfrecognition 7
: Bﬂnu&Wﬁa@msﬂM&mmm e

For, further lnformatlon contact: . N
Media Relatnons E Analytlcal Contacts

P G S L AL T P

:SamanKhan Sachin Gupta Timings: 10.00 am to 7.00 pm _
. Media Relations * Senior Director - CRISIL Ratmgs + Toll free Number:1800 267 1301
" CRISIL Limited . CRISIL Limited : )

- D: 491 22 3342 3895 - D491 22 3342 3023 . For a copy of Rationales / Rating Reports: }
¢ B: +91 22 3342 3000 - ; Sachin.Cupla@grisi.com i; Qﬂlﬂuﬂﬂﬂgﬂﬁk@mm |
vf * Nitesh Jain . . For Analytical queries: '
# Naireen Ahmed . Director - CRISIL Ratings . ﬁﬂngi!ﬂ-ﬂwﬂﬁik@ﬂﬁl-ﬁﬂm
" Media Relations . : CRISIL Limited ; i
' CRISIL Limited © D:+91 22 3342 3329

- D:+91 22 3342 1818 : pitesh.iain@crisil.com
B: +91 22 3342 3000 ) jein@

nair @ ‘ | Rakshit Kachhal
. - Rating Analyst - CRISIL Ratings
- Jyoti Parmar , d

Media Relations - + GRISIL Limited

D:+91 124 672 2111
- CRISIL Limited .
: D: +91 22 3342 1835 . - Rakshii Kachhal@crisil.com

- B: +91 22 3342 3000

P
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.
Note for Media: .
This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of
distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites, portals etc.

About CRISIL Limited o >

CRISIL is a leading agile and innovative, global analytics company driven by its mission of makinQ markets function better. We -
are India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of

innovation and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions
to over 1,00,000 customers.

‘We are majority owned by S&P Global Inﬁ., a leading provider of transparent and independeht raﬁhgs. benchmarks, analytics
and data to the capital and commodity markets worldwide. : : .

. For more information, visit www.crisil.com ‘
Connect with us: TWITTER | LINKEDIN | YQUTUBE | FACEBOOK

About CRISIL Ratings ] ,

CRISIL Ratings is part of CRISIL Limited (“CRISIL"). We pioneered the concept of credit rating in India in 1987. CRISIL is
registered in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI"). With a tradition of
independence, analytical rigour and innovation, CRISIL sets the slandards in the credit rating business. We rate the entire range
of debt instruments, such as, bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially
convertible bonds and debentures, perpetual bonds, bank hybrid capital instruments, assel-backed and mortgage-backed
securities, partial guarantees and other structured debt instruments. We have rated over 24,500 large and mid-scale corporates
and financial institutions. CRISIL has also instituted several innovations in India in the rating business, including rating municipal
bonds, partially guaranteed instruments and microfinance institutions. We also pioneered a globally unique rating service for
Micro, Small and Medium Enterprises (MSMEs) and significantly extended the accessibility to rating services to a wider market.
Over 1,10,000 MSMEs have been rated by us. )
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CRISIL PRIVACY NOTICE _
CRISIL respents your privacy We use your contact infoméﬁun 'such as your name. address, end email id, to fulfil vour request and service your account and fo
v you with addibonal information from GRISIL and other parts of &P Giokal ing, and its subsidiaries (colleclively, the "Company) you may find of interest

i-or firthar information, of to let us know your preferenses with respsdt to reaiving marketing materials. please visit hitps:i/www.crisil.comven/home/privacy-and-
cogkig-ngtice.himl. You van view the Compary's Gustomer Privacy af hifps:iivww.spolobal.com/comorate-privacy-policy

Lasl updated: April 2016 . )

DISCLAIMER

*wis disclairer furms parl of and applies in each credi| rating repcrt andior creditialing rationale that we provide (each a *Report’). Fur the aveidance of doubt, the
terr ‘Repori” inciudes the information, satings and cther content insming part &f the Report. The Raport is interdad P the jurisd'cion ol India only. This Report does
not constitute an otfer of services. Withoul limiting the generality of the foregoiny pothing in the Report is to be: constiued as CRISIL providing or intending to urovide
any services.in jutisdictions where CRISIL doss not nave the nacessary licenses andior regisiration to cany out its business aciivities mfented 10 above. Access or
use of this Report does not creale a client iglationship bstwean CRISIL and the teo

We are not aware {ha! any user intends fo rely on the Heporl or of the manner in which a user inlends 1o use the Rapori. In preparing our Repor! we have pot taken '
into consideration the chjeclives or partoular needs of any padicular user. s made abundantly clear that the Repott is not inlended to and does not constitule an
investrrent advice. The Repori is not ar: offer to sell or an offer 15 purchase o subscribe for any investment in any secitsties, instiumanis, facilities or solicitation of
any kind or otherwise ecter inte any doal or ransaction with the enlity tu which the Report pertains. The Repsort should nat be the sale or primary basis for any
investment decisinn within the meaning «f any law or regulation (including the laws and regulations applisable in the L15),

Ratings from CRISIL Rating are stalemanis of opinion as of the Jate they a-e exprzssad and not statements of fact or recemmendalions o purchase, hald, or self any
securities / instruments or to make any investment dacisions. Any apinions exprassed hare ara in good faith, are subject ta change without nolics, and are only
current as of the staled date of thelr issue, CRISIL assumes no obligation to updaie its opinivns folluwing publication in any form or format although CRISIL inay
disseminate its opinions and analysis. CRISIL rating contained in the Report is not a substitute for the skill, judgrent and experience of the user. its management,
eraployees, advisors andivr clients when making investment or ulher business decisions. The recipients of the Report should relv on iheir own jiigment and take
their own professional advice before avting an the Report in any way.

“either CRISIL nor s affhiates, thint partv providers. as wall as their direslors. officers. shateholders employenss n agents (collactively. "CRISH. Padias™ gquarantee
tha aceyracy, completeness or adequacy of the Feport and ro CRISIL Party, shelt have any liability for any errors, ornissions, or isterruptions therein. regardless of
the cause, or for thi resells oolained irom the.use of any pari ol the Report EACGH CRISIL PARTY CISCLARMS ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES. INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE |
OR USE. In no event shall any CRISI. Party be liable 10 any parly for any direct, indimct, incidental, axemplary, compansatery. punitive, special or conseguential
damages, cosis, expenses, legal fees, o losses (including, withaut limitalion, fast ricome or lost profits and opportunity costs) in connection with any use of any pant
of the Report even if advised of the possibility of such damages

CRISIL Ratings may receive compensation for its ratings and corlain credit rolaied analyses, normaily from issuers or undarwriters of fhe instruments, facilities
securities or from ohligers. CRISIL's public ratings and snalysis as are required 1o be discinsed under the reguiations ot the Seawrities and Exchange Board of India
ang -ther appiic able regulations. it any) are made available on ite web sies, wany.crisit.oom (free of charge). Reparts with more detall and additional inforrmation may
be available for subscription at a fee -~ more details about CRISHL ratings are avaitable here: www.crisilratings.com.

CRISIL and its afliales do not act as a fiduciary. While CRISHL. has obtainsd information from sowrces i believes lo be reliable, CRISIL. dues not perform an audit and
undertakes nu duty of due diligence o independent verification of any information it receives and / or relies in its Reporis. CRISH. keeps certain activilles of its
husiness units separate from each other in order (o presenie the indenendance and abjectivily of the respaclive activity. As a result, certain business units of CRISIL
iy have infermalion that is not evailabie 1o nther CRISH business units CRICIHL has esiablished policies and procedures to maintain the confidentiality of certain
nan-pubilic information received  coneaction with each analytical procass. CRISIL has in place a ratings code of conduct and policies for analvtical firewalls and for

nanuging confiint of intere st Fon details pieese refer 1o, hips:/iwww.crisil.comien/homeiour-businesses/ratingsiregulalory-disclosures/highlighted-policies. htmi

CRISIL's rating criteria are yererally vailabis withoo! charge i the public sn the CRISIL public web site, wwee.crisiL.cons. For lalest rating information ¢n any
instrument of ary company raled by CRISIL you may contact CRIGIL RATING DESH at CRISILratingdesk@ciisil.com, or al (009 1) 1800 267 1301,

‘this Report shoukd nat be repuduced of redistribided to any cther person o in any forrn withoot 8 prior written cunsent of CRIBIL.

All rights reserver: @ CRISIL
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